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NOTICE  OF  CONFIDENTIALITY  RIGHTS:  IF  YOU  ARE  A  NATURAL  PERSON,  YOU  MAY  REMOVE  OR 
STRIKE  ANY  OF  THE  FOLLOWING  INFORMATION  FROM  THIS  INSTRUMENT  BEFORE  IT  IS  FILED  FOR 
RECORD  IN  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR  DRIVER'S  LICENSE 
NUMBER. 

NO  SURFACE  USE 
PAID  UP  OIL  AND  GAS  LEASE 

THIS  LEASE  AGREEMENT  (this  "Lease'*)  is  made  as  of  the^?day  of  _  2008,  between  the 

James  E  Jr  and  Sherry  Schwartz,  whose  address  is  3817  Lands  End  St,  Fort  Worth,  TX  76109,  as  Lessor,  and  XTO 
Energy  Inc.,  whose  address  is  810  Houston  Street,  Fort  Worth,  Texas  76102,  as  Lessee. 

1 .  Leased  Premises.  In  consideration  of  a  cash  bonus  paid  upon  execution  of  this  Lease,  and  the  covenants  herein 
contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  land  described  on  Exhibit  "A"  attached  hereto  (the 
"leased  premises")  in  Tarrant  County,  Texas  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by 
reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas.  For 
purposes  of  this  Lease,  "oil  and  gas"  means  oil,  gas  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements 
produced  through  a  well  bore.  "Oil"  includes  all  condensate,  distillate  and  other  liquid  and  gaseous  hydrocarbons  produced 
through  a  well  bore.  "Gas"  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as  well  as  hydrocarbon  gases. 
Expressly  excluded  from  this  Lease  are  lignite,  coal,  sulfur  and  other  like  minerals.  The  leased  premises  shall  include  all 
strips  and  gores,  streets,  easements,  highways  and  alleyways  adjacent  thereto-  Lessor  agrees  to  execute  at  Lessee's  request 
any  additional  or  supplemental  instruments  reasonably  necessary  for  a  more  complete  or  accurate  description  of  the  leased 
premises.  In  the  event  Lessor  owns  any  additional  acreage  than  that  for  which  bonus  was  originally  paid,  Lessee  shall  pay 
additional  bonus  at  the  rate  per  acre  on  which  bonus  was  originally  paid  when  this  Lease  was  acquired.  For  the  purpose  of 
determining  the  amount  of  any  shut-in  royalties  hereunder,  the  number  of  gross  acres  specified  on  Exhibit  "A"  shall  be 
deemed  correct,  whether  actually  more  or  less. 

2.  Term.  This  Lease  is  a  "paid  up"  lease  requiring  no  rentals.  Subject  to  the  other  provisions  contained  herein,  this 
Lease  shall  be  for  a  term  of  three  (3)  years  from  the  date  hereof  (the  "primary  term"),  and  for  as  long  thereafter  as  oil  or  gas 
or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled 
therewith,  or  this  Lease  is  otherwise  maintained  in  effect  pursuant  to  the  provisions  hereof. 

3.  Royalty.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to 
Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall  be 
twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to  Lessor's 
credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such 
production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the 
same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and  gravity;  and 
(b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  twenty  five  percent  (25%) 
of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale,  less  a  proportionate  part  of  ad  valorem 
taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted  unaffiliated  third  party  deductions  authorized 
below;  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing  wellhead  market 
price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field, 
then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on 
the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder.  If  at  the  end  of  the 
primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of 
producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but  such  well  or  wells  are  either  shut-in  or 
production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall  nevertheless  be  deemed  to  be  producing  in  paying 
quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has  been  drilled  but  not  traced  shall  be  deemed  capable  of 
producing  in  paying  quantities.  If  for  a  period  of  ninety  (90)  consecutive  days  such  well  or  wells  are  shut-in  or  production 
therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  seventy-five  dollars  ($75.00)  per  acre  then 
covered  by  this  Lease  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end  of 
said  90-day  period  while  the  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided, 
however,  that  if  this  Lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another 
well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day 
period  next  following  cessation  of  such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is 
expressly  understood  and  agreed  that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to  continue  this 
Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  a  single  period  of  up  to  two  (2)  consecutive  years. 

Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing  plant 
in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the  higher  of  the 
proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other  substances  produced  and 
saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid  based  upon  the  higher  of  the 
market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said  products.  Notwithstanding  anything  to  the 
contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid  by  Lessee  to  transport,  gather,  compress, 
stabilize,  process  or  treat  gas  produced  from  the  leased  premises,  or  lands  pooled  therewith  (including  fuel  charges),  in  no 
event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs,  including  costs  of 
lifting,  gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture,  processing,  treating  or 
marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or  equipment  for  processing  or  treating 
oil  or  gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no  event  shall  Lessor  receive  a  price  greater  than 
or  less  than  Lessee  in  sales  to  nonaffiliates. 


As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than 
ten  percent  (10%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 


r«  torn  d„  d««  „«U  paid.  .hJh  ™»™  liZ  fc  U~  s  ^  «"«y 

created  pursuant  to  the  pooling  authority  granted  herein.  The  unit  formed  by  X^f^^^wS.^  T 
honzonta  completion  shall  not  exceed  eiahfv  rani  a^  n\n*  *       •  pooling  ror  an  oil  well  which  is  not  a 

gas  well  or  a  iLm^^^^^^.^^ZS^  f""*  °f     mt  md  for  a 

percent  (10%);  provided  thaU  larger  umt  ma  * M SSKT^K  LS^St"^  * 

or  unitization  of  royalty  interest  as  between^  suth"s«  ^*Z^JX^ZZ£^& 
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^.S^hT^  °n  PremlSeS  "  °n  landS  P°°led  therewith> this  Lease  shall  STO££5 

effect  as  to  all  depths  so  long  as  no  more  than  ninety  (90)  days  elapse  between  operations. 

fact  Lessee's  operations  are  being  conducted  in  or  near  an  urban  residential  area  If  Lessee  utih'zes  anv  nn„  T,^,  ! 
^i/l'    y^^'f™18  and         Majeure,  Lessee's  obligations  under  this  Lease,  whether  express  or  mmlied. 

™Ter^'  ^  V  ^  OT  labOT  "T^  OT  ^  inabiUty  10  ^  3  SatiSfeCtOTy  ™*«  fS^^lSftSS 
S^ro^^ 

tte  paragraph,  Lessee  must  use  reasonable  efforts  to  notify  Lessor,  o Z  ^Zxt  NA^IOA  «n  of  Zft^  °t 

n'rTr  o^ert8"*  ( -""r^  *S  "^essor  Parties"),  of  and  from  all and  any  ac^no  cau^  o  S „r  ev 5 
»  .m  '  r  g  environmentel  "arm,  «*  which  recovery  of  damages  is  sought,  including  buTnot 
Unuted  to,  all  losses  and  expenses  which  are  caused  by  the  activities  or  I-esw..  it«  r>m™«  J™„ 
arming  out  of,  incidental  to  or  resulting  from,  the  operations' ^S^XSSStTZ 
drill  s  te  or  operations  site  or  that  may  arise  out  of  or  be  occasioned  by  Lessee's  breach  of  any  TfteTrmlir 
protons  of  tas  Lease,  or  by  any  other  negligent  or  strictly  liable  act  or  omission  of  Lessee  FuZer  Le^ee  hmbv 
agrees  to  be  hable  for,  exonerate,  indemnify,  defend  and  hold  harmless  the  Lessor  PartS  a^aimfany  a^  ctht 

toZJZ  »  TeTtry  °J  "  fe  S0Ught'  ™hr  ^  theory  includi»8  ^  contract,  statute  T^ci  Habffi* 
ncludmg  attorney  fees  and  other  legal  expenses,  including  those  related  to  environmental  hazards  on  wuX  the 

MSTT.*    e.Kri"       -r  Tra,i0nS  Stte  °r  iD  any  Wa*  related  to  Less^  faihtret  comp"y  with  any  and 
all  eny.romnentaI  laws;  those  ansing  from  or  in  any  way  related  to  Lessee's  operations  or  any  o^oi^eX 
activmes  m,  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  sitef  those  arising ZmlJ^Z Tof 


me  sunace  or  subsurtace  ot  the  leased  premises;  and  those  that  may  arise  out  of  or  be  occasioned  by  Lessee's  breach 
of  any  of  the  terms  or  provisions  of  this  Lease  or  any  other  act  or  omission  of  Lessee,  its  directors,  office™^ 
partners,  agents,  contractors,  subcontractors,  guests,  invitees  and  their  respective  successors  and  aS S 
assignee  of  th*  Lease,  or  of  an  interest  herein,  agrees  to  be  liable  for,  exonerateVlndemnifv,  defend  andSnarm^s 
the  Lessor  Part.es  m  the  same  manner  provided  above  in  connection  with  the  activities  of  Lessee  feoff^ 
emptoyees  and  agents  as  described  above.  EXCEPT  AS  OTHERWISE  EXPRESSLY  LIMITED  HEREIN  Al  l  OF 
THE  INDEMNITY  OBLIGATIONS  AND/OR  LIABILITIES  ASSUMED  UNDER  THE ^™S  O?TmS  LEASE 
SHALL  BE  WITHOUT  LIMITS  AND  WITHOUT  REGARD  TO  THE  CAUSE  OR^CAUSES  THFRFOF 
KSSSE  PRE  EXISTING  CONDITIONS),  STRICT  LIABILITY  OR  THE  ^GLIGENcfofAOT™?Y 
OR  PARTIES  (INCLUDING  THE  NEGLIGENCE  OF  THE  INDEMNIFIED  PA^TY)  WHETHER  SUCH 
NEGLIGENCE  BE  SOLE,  JOINT,  CONCURRENT,  ACTIVE  OR  PASSIVE.  WHETHER  SUCH 

14.    Juices,  All  notices  required  or  contemplated  by  this  Lease  shall  be  directed  to  the  party  being  notified  at  the 

^/h0"6',11111688  n0dCe  °f  an°ther  addr6SS  has  been  Provided  in  ^  All  such  Sees  shalfb made  by 
registered  or  certified  mail,  return  receipt  requested,  unless  another  means  of  delivery  is  expressly  stated. 

15     No  Warranty  of  Title.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  surface  or  mineral  estate  in 
the  leased  premises  or  any  portion  of  or  interest  therein.  All  warranties  that  might  arise  by  common  law  or  by  m  ute 

£te  Tit  n0Vllmt^tO  Se„Cti°\5'°i3  °f  the  TeXas  Property  Code  (or  its  s™> are  excluded.  By  a^ep  al?f  tws 
Lease,  Lessee  acknowledges  that  it  has  been  given  full  opportunity  to  investigate  and  has  conducted  sufficient investigation 
to  satisfy  itself  as  to  the  title  to  the  leased  premises.  Lessee  assumes  all  risk  of  title  failures.  "em  investigation 

1 6.    Top  Leasing  Permitted.  There  shall  be  no  prohibition  or  limitation  on  top  leasing. 

17     Venue  and  Legal  Fees.  Venue  for  any  dispute  arising  under  this  Lease  shall  lie  in  Tarrant  County,  Texas  where  all 
obligations  under  this  Lease  are  performable.  '  wnereau 

18.    Off-Site  Drillsite   As  a  result  of  land  development  in  the  vicinity  of  the  lease  premises,  governmental  rules  or 

surfZ  Z  ?garfg  WnU  ^  "f. SUrfaCe  reStriCti0nS  aS  be  set  forth  in  11118  lease  and/or  other  leases™  the  vTcinity 
surface  locations  for  well  sites  in  the  vicinity  may  be  limited  and  Lessee  may  encounter  difficulty  securing  surface  teatTon  si 

alS  on  TT    &  01  °ther  °Perf  °n?'  SinCe  drillin&  reworkinS  or  o*-  operations  are  eifher  dieted  or  no 

f"°ri    T  f  tlf?  PrenUSeS  *  °ther  leaS6S  in  *e  vicMty'  *  is  a8reed  that  ™y  such  °P^ons  conducted  at  a  srf« 
location  off  of  the  lease  premises  or  off  of  lands  with  which  the  lease  premises  are  pooled  in  accordance  with  this  Ws? 
provided  that  such  operations  are  associated  with  a  directional  well  for  the  purpose  of  drilling,  reworking,  proZLg  or  ote 
operations  under  the  lease  premises  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operaZ 
conducted  on  the  lease  premises.  Nothing  contained  in  this  paragraph  is  intended  to  modify  any  surface  ^S  o 
pooling  provisions  or  restrictions  contained  in  this  lease,  except  as  expressly  stated.  restrictions  or 

thJ^^^^'  i$  he!ely-  giVe"  *e  °ption' t0  te  exercised  Prior  t0  the      on  which  *is  lease  or  any  portion 

thereof  would  expire  in  accordance  with  its  terms  and  provisions  of  extending  this  lease  for  a  period  of  two  (2)  years  as  to  all 
or  any  portion  of  the  acreage  then  held  hereunder  which  would  expire  unless  so  extended.  The  only  action  r^uSy  Lessee 

l^T^t  T°n  T 11,6  Pf  ^  W  LeSSOT  (OT  f°r  LeSSOT'S  Credit  at  *e  depository  bank  named  herl)  and/or  sX 
parties  entitled  under  any  changeof  ownership  according  to  Lessee's  records,  an  additional  consideration  of  the  sum  of 
Twenty  Thousand  Dollars  ($20,000.00)  per  net  mineral  acre  owned  by  the  party  entitled  to  such  payment  at  such  time  of 
extension,  in  the  acreage  so  extended.  If  this  lease  is  extended  as  to  only  a  portion  of  the  acreage  then  covered  here™  Lessee 
shall  designate  such  portion  by  a  recordable  instrument.  6  "cicuy,  u»s.ce 

20.    Miscellaneous.  This  Lease  is  entered  into  in  the  State  of  Texas  and  shall  be  construed,  interpreted  and  enforced  in 

SttmLTtof  rl*6  State  °7eXaS  With°Ut  referenCe  t0  ch^e-oMaw  rules.  Should  anyo?  me  provisos here n 
nth™  t0h  m  fuy  au°m  ofcomPetent  jurisdiction,  it  is  agreed  that  this  shall  not  affect  the  enforceability  of  any 
other  prov  s.on  herein  and  that  the  parties  shall  attempt  in  good  faith  to  renegotiate  that  provision  so  determined  to  be  invaSd 
o  effectuate  the  purpose  of  and  to  conform  to  the  law  regarding  such  provision.  The  section  titles  appearing  in  this  Leasee 
for  convenience  only  and  shall  not  by  themselves  determine  the  construction  of  this  Lease.  This  Lease  irly  bTexec^d n 

innsrrir%C0UTPartiS'  fCh,  °f  WhiCh  Sha"  be  deemed  a"  OTigina1'  but  211  of  which  sha11  co-Witate  one^nd  Se  same 

ST  fw  "  P  t£tm-  25  Wdl  35  StatCd  in  the  maSCuUne"  feminine  or  neuter  «en^.  shall  be  read  to 
include  the  other(s)  as  the  context  requires  to  effectuate  the  full  purposes  of  this  Lease.  ^reaaro 

IN  WITNESS  WHEREOF,  this  Lease  is  executed  to  be  effective  as  of  the  date  first  written  above  but  upon 

ZTlXr     T^T  and  *e  Signat°ry'S  htks>  devisees'  executOTS'  a*™nistrators,  successo ^s  and 

assigns,  whether  or  not  this  Lease  has  been  executed  by  aU  parties  hereinabove  named  as  Lessor. 


LESSOR/S: 


STATE  OF  TEXAS 
COUNTY  OF  TARRANT 

Schwa""'  before  °"  *e  9  ^  day  of  ,  2008,  by  James  E  Jr  and  Sherry 


Exhibit  "A" 

Block  17,  Lot  3 

Overton  West  Addition 

City  of  Fort  Worth,  Tarrant  County,  Texas 

0.4854  acres,  more  or  less 
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